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Dear Applicant: ‘

We hnave c'mslde'red your application tor reciognition of exemptlon 'r'rom

Federal income tax under section 501(c¢c)(4) of the Internal ' Revenue
Code.

The info rmatmn submitted disclosed that yuu were incorporated under
the non-prefit laws of the state of I o NN -
Article HHM of your Articles of Incorporation states:

* The purposis. of the cqorporation are:.

a. To ameliorate the relationship with the park owrers and
to ensure equitable and Jjust actions and reactions in
all decisions effecting homeowners.

b. To coordinate recreational, social, and cultural
activities for residents of .

c. To establish 2 board of directors te oversee the
adninistrative duties of the association to include:

1. Meetings with two officers and the park owner to
. coordinate all association activities and to keep '~

abreast of any developments that could affect home
cuners.

2. Periodic meetings with members to pass on :
information received and to rece.ive input from

menbers on anything that has developed of interest
to, or concerning homeowners.

d. Tocarrv out and effect any corporate purposs

emnmerated in the Article of Incorporration of the
association.”

article lll of your Articles of Incorporation provide that any and
all assets and financial interests shall be equally divided among all

members who have paid their current dues upon dlssolutlon or flnal
liquidation ¢f the corporation.




Membership in your organization is voluntary but limited to owners
of mobile homes who rent or

lease a lot within the development
commonly known as*
- (nereinattey retered to as ), who pay their dues and

assessnents to ydur association. Each lot is allocated one vote.
The mobile home park currently consists of [l units of which |
are represented by membership in your organization. During the next

to _years it is expected that the park will increase to |l
units .

Your current activities consist of representing all
in resolution of common issues with the park owner and assisting
all homeowners in matters of park security, safety, and emergency
preparednsss. You are currently developing an emergency preparedness
manual. Also, vyou are set up sc that youa may purchase the mobile
home park facility and operate it if the owsner should decide to sell

the park in the future. You executed a Notice of Mobile Homeouwners
Association Right to Purchase on .

park homeowners

Your income is currently derived from membership fees and assessments

and your expenses are normal admirnistrativez expenses for the opera-—
tion of the organization.

You do not ouwn or maintain common areas nor do you conduct activities
directed to the exterior maintenance of private residences, the
provision of security services, landscaping, garbage collection or
social activities. These activities are either conducted by the park
owner or are the responsiblity of the individual homeowner.

Section 501{(c)X 4) of the Code provides for the exemption from Federal
income tax of civic leagues or orgamzatlows not organized for. profxt

but operated exclus;vcly for the promotion of social welfare.

Section 1.501(¢c X(4)—1(a)2) of the Income Tax Regulations states that

an organization is operated exclusively for the promotion of social
welfare if it is primarily engaged in promoting in some way the
common good and general welfare of the people of the community.

Revenus Ruling 74-99, 1974-1, C.B. 131 provides that for a home-—.
owners’ association to qualify under section 501(c)(4) of the Code,

it must serve a ‘community" which bears a reasonable recognizable

relationship to an area ordinarily identif.ed as governmental; it
must ot conduct activities directed to the exterior maintenance of
private residences; and the common areas or facilities it owns or
maintains must be for the use and enjoymenit of the general public.
The ruling further provides that a community within the meaning of
section 501(¢c)(4) of the Code and Regulations is not siaply an
aggregation of homeowners bound together in a structured unit formed
as an integral part of a plan for the development of a real estate
subdivision but has traditionally been construed as having reference
to a geographical unit bearing a reasonably recognizable relationship

to an area ordinarily identified as a governmental subdivision or a
unit or district thereof. '

Revenue Ruling 73-306, 1973-2 C.B. 179 provides that a non profit
organizaton formed to represent member-tenants of an. apartment
complex in negotiations with the landlord in matters of mutual
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concern to tenants does not qualify for exemption under section
$01(c ) 4) fo the Code. The ruling further provides that the concept
of social welfare implies a service or program directed at benefi+ins
the community rvather thanrn 2 ovivaLe group of individuals.

Revenue Ruling 73-349, 1973-2 C.B. 179 discusses an organization
formed to provide business type services to its members on a coopera-
tive basis at the lowest possible prices and states that it does mot
qualify under section S01{ oM 4}) 43 a social welfare organization
because it operates for the private benefit of its members.

Based on the information submitted, your activities are limited to
the homeouwners of which is a structured unit - formed as
an integral part of a plan for the development of a real estate
venture similar to a subdivision. Therefore, the area you serve does
not constitute a "community” within the meaning of saction 501(c)4).
Further your organization representz the homeowners-tenants of

in negotiations with the owner uwhich serves the interests of
a private group of individuals. Also, ou state that in the future
you plan to purchase and operate* if it is offered for
sale. The operation of a private cooperal.ive enterprise for the
economic benefit or convenience of your members further serves
private interests. Finally, your assets upon dissolution or liquida-

tion are to be distributed to the benefit of your members rather than
being dedicated to social welfare pur wses.

Accordingly, we conclude that you do not qualify for recognition
of exemption under ssction 50i(c)(4) of the Code or any other section

of S01(a) and that you are required to file Federal income tax
returns on Forms 1120. :

If you do not agree with our determination, you may request that the
Office of Regional Director of Appeals consider this matter. To do
this, vyou should file a written appeal as explained in the enclosed
‘Publication 892. Your appeal should give the facts, law and any
other information to support your position. If you want a hearing.,
please request it when you file your appeal and we will contact vyou
to arrange a date. The hearing may be helc¢ at the regional office,
or, if you request, at any mutually converient district office. If

someone will represent you who is not one of your principal officers, - -« -

that person will need to file a power of attorney or tax"information
authorization with us. ’

If you deo not appeal this determination witkin 30 days from the -date
of this letter, as explained in Publicatior 892, this letter - will
become cur final determination on this matter. oo

Sincervrely,

District Director

Enclosure:
Pub 892



